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INTERNATIONAL ECONOMIC 
COMPARISONS 


Summary of U.S. Economic Conditions 


Several economic indicators advanced, signalling 
that the recession might be bottoming out. However, 
the recovery is expected to be lethargic due to the 
sluggish growth in consumer and business spending. 


Data released by the U.S. Department of Com- 
merce suggest that the recession might be bottoming 
out. Commerce reported that retail sales increased 
by 1.0 t in May 1991 and spending 
on and services fell in April by a mere 0.1 
percent at an annual rate compared with a fall of 1.3 
am SSS oawe F , Gaee © 

provement in consumer confidence and spending. 
Moreover, the Federal Reserve reported that the na- 
tion’s total industrial output rose by 0.5 percent in 
May 1991. The rise was seemingly caused by the 
SS S em actures. Latest 
data Commerce show that factory orders 
climbed by 1.8 percent and factory shipments rose 
by 2.6 percent in April 1991, the first increases since 
October 1990. Orders for durable goods jumped 3.0 
percent, and orders for capital goods rose a hefty 
10.1 t in April 1991. In addition, new home 
sales by 1.2 percent in April 1991, and job 
surveys indicate increases in business payrolls in the 
remainder of 1991. 
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be rising, it sluggishly, business spending for 
1991 is projected to increase far below the 1990 
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The U.S. Current Account 


The U.S. current account recorded a surplus in the 
first quarter of 1991 for the first time since the 
uarter of 1982. Commerce revised statistics 
on the U.S. current account showed a surplus of 
$10.2 billion in the first quarter of 1991 compared 
with a deficit of $23.4 billion in the previous quarter. 
The surplus resulted from two factors: (1) a $26.2 
billion shift from net payments to net receipts re- 
flecting cash contributions from the coalition partners 
in Operation Desert Storm, and (2) a $7.4 billion 
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on the surplus was mainly due to a 
transportation receipts. 

on investment income decreased $1.5 
first quarter of 1991. The $6.1 billion 
the previous quarter was thus reduced 
. Receipts of income on U.S. assets 
$33.0 billion and payments of income 
ign assets in the United States were $28.3 
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The following tabulation shows a summary of the 
U.S. current account in the first quarter of 1991 in 
billions of dollars: 


of merchandise .............. 1 
nae ¢ merarae nb 64044065044 119.2 
. trade deficit ........... =a -18.4 
imports of eerdogs 2.22 26.8 
trade DD pepe eee tann es +7.0 
eon ge Tyly tt sets in - 
on as 
the United States ................. 28.3 
BONINCOME ...........6005- +4.7 
transfers, net............. +17.0 
Current account surplus .............. $10.3 


U.S. International Investment 
Position, Revalued 


In addition to the historical cost method, the U.S. 
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liquidity by the United States in its capacity 

as the world banker to the world economy. Without 
such infusions of dollar liquidity in the fom of US. 
current account deficits, the international financial 


system might face extremely high interest rates 
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dollar scarcity. 
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U.S International investment positions, using alternative methods of valuation, at yearend 1989, in billions of dollars. 


Table 1 
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Source: U.S. Department of Commerce, Buress of Economic Analysis 


projections for the 
U.S. economy ~~ December 1991, by four 
major forecasters, the simple average of these 
forecasts. Forecasts of all the economic indicators, 
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est and inflation rates in the first half of 1991 that 
might encourage a rise in consumer and business 
spending; the expected surge in export put as a 
result of the anticipated improvement in industrial 
countries’ economic conditions that will increase for- 
eign demand for U.S. exports; and the low level of 
inventories held by businesses that could prompt a 
buildup of business inventories once a recovery 
starts. The average of the forecasts cts an in- 
crease in the unemployment rate in second and 
third quarters of 1 and a decline afterwards. 
Inflation (measured by the GNP deflator index) is 
expected to dip in the remainder of 1991. 


U.S. TRADE DEVELOPMENTS 


The U.S. merchandise trade deficit increased in 
April 1991 due to the accelerated rise in im 
over the rise in exports of industrial commodities. 
Seasonally adjusted U.S. merchandise trade in bil- 
lions of dollars as reported by the U.S. Department 
of Commerce is shown in table 3. 


Table 2 
Projected quarterly percentage changes of selected en 1991 


UCLA 
Business Mernill Mean 
Fore- = Data Wharton of 4 
casting Resources E.FA. fore- 
Quarter Project Markets Inc. casts 
a 4 oe Dollars 
Apritdune ........ 0. cece 21 3 3.5 2.9 3.2 
ac ekevesees 40 2 6.1 45 5.0 
Solver Decenber oaeannss es 5.9 4 6.1 58 6.5 
1991: — 
Aprilune .... 0.6... ceca es 06 0.4 0.5 0.9 0.1 
September............. 1.9 0.9 3.0 25 21 
Sober teesnter aeensenes 36 46 3.2 3.5 3.7 
1991: 
AprilJune ... 0.00... c cece 2.7 7 2.9 1.9 3.0 
September............. 2.1 2 2.9 2.0 28 
-December.......... 22 6 28 2.2 2.7 
average rate 
1991: 
senas4eaesaceses 6s 7 68 67 66 
eDecember OBS 9 6.9 6.7 6.7 


Note. for the rate, in the forecast t annual rates of from 
Source: Compiled from data provided by The Conference Board. Used with permission. 


Table 3 
' trade In 1991 
U.S. merchandise specified cateogries, - 
Exports Imports Trade balance 
March91 = April 91 March91 April91  March91 April9i 
Including oil oo cccceuueaveveureeeeees 34.0 35.6 38.1 40.3 4.1 48 
Excluding O8 occ cece ees 34.0 35.6 35.3 37.5 -1.3 -1.9 
1087 dollars eee eees 31.7 33.1 35.1 37.4 3.3 43 
S-month-moving average ... 6.6... eee eee. 33.9 34.4 39.6 39.2 56 48 
Advanced-technology 
products (not seasonally adjusied)......... 9.0 8.5 5.3 5.1 +3.6 +3.4 


Source: U.S. Department of Commerce (FT 900), June 1991. 
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When oil is included, the seasonally adjusted U.S. 
merchandise trade deficit in current dollars increased 
A .1 percent in April 1991 to $4.8 billion from $4.1 
billion in March 1991. The April 1991 deficit was 
37.7- percent lower than the $7.7 billion average 
mon deficit registered during the previous 
12-month od, and as pun lower than the $7.6 
billion deficit 11990. When oil is 
excluded, the April 1991 Lt trade deficit in- 
creased by 46.1 percent over the previous month. 


In April 1991, both exports and imports increased 
but ae 4 4~ faster. Including oil, seasonally 
adjusted current dollars rose by $1.6 billion 
in April to 35.6 billion while im increased by a 
$2.2 billion to $40.3 billion. Excluding oil, U.S. 
fare rene by y $2.2 billion 1o $37.5 billion in Apri from 

h 1991. The U.S. oil import bill stabilized at $2.8 


billion in April 1991. 


In seasonally adjusted constant dollars, the April 
1991 trade de i rose by $936 million from March 
1991. The trade surplus in advanced- technology prod 
ucts dropped to $3.4 billion in April 1991 from $3.6 
billion in Marct 1991. Advanced-technology he 
include abou AA. ‘from aah... 
inc t ucts -tech- 

fields—for example, biotechnology—out of a 
universe of some 22, commodity classification 


codes.) 
Nominal export changes in April 1991 for _ 
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tors that recorded the most export increases in April 
1991 include electrical machinery, airplanes, automatic 
data processin and office machinery, the “other man- 
ufactured " category, general industrial machin- 
ery, specialized industrial machinery, power-generating 
machinery, vehicle parts and scientific instruments. 


The U.S. 


ultural trade surplus declinod to $1.03 
billion in A 


1 from $1.64 billion in March 1991. 


US. Ay Ny at? monthly and 
year-to-date m ng partners are 
shown in table 5. The United States ex 


enced im- 
provements in i. merchandise balances in 
April 1991 with Japan, Canada, and Germany and 


small deficit ko with the Newly Industrializing 
Coapune (NICs), OPEC, and China. The U.S. trade 
tne uses with the EC, Western Europe, and the 
U.S.S.R. declined slightly. The deficit with Japan de- 
clined b gh | $220 million, and with Canada by $120 mil- 
lion, the deficit with German by $44¢ million. 
The deficit with the NICs rose $5 llion; the deficit 
with OPEC increased slightly, and the deficit with Chi- 
na rose $170 million. — with the EC almost 
declined by $710 +— to $2.01 billion, and the sur- 
lus with declined to $2.11 billion. 
ad lus with the U S.R. declined by $140 mil- 
a cumulative year-to-date basis the United 
., experienced improvements in its bilateral trade 
balances from a year earlier with almost all trading 


major exporting sectors are shown in table 4. partners except Canada and China. 
Table 4 
U.S. exports, not seasonally adjusted, of specified sectors, by specified periods, January 1990-April 1991. 
Exports Change Share of total 
January- 
1991 
over 1901 
January- January- over January- 
April March - 
Sector 1991 1991 1990 1991 1991 1991 
Billion dollars Percent 
ADP equipment &office machinery 8.79 2.17 76 15.5 6.3 6.0 
Airplanes ............ 0.000055 7.0 2.23 6.9 12.6 5.0 6.2 
Sopare pare POPP TT TT eri Te 3.27 0.82 1.5 0 2.4 2.3 
E machinery ............ 9. 2.56 7.9 3.8 7.2 7.1 
General industrial machinery ..... §.51 1.57 4.7 7.5 4.0 4.4 
iron and steel mill products ...... 1.35 0.38 36.4 26.7 1.0 1.1 
Inorganic chemicals ............ 1. 0.38 13.7 15.1 1.0 1.1 
Organic chemicals ............. 4.10 0.99 16.1 -11.6 3.0 2.7 
patel yn ae Led senes 5.43 1.46 2.6 3.5 3.9 4.1 
instruments ........... ‘2 : 8 yy ry Ht Yt 
Telecommunioations........ vs 3.06 0.77 8.5 9.4 2 2.1 
Textile yams, fabrics and articles 1.74 0.47 6.1 2.2 1.2 1.3 
Vehicle parts .... 6... cece ees 4.32 1.23 83 10.8 3.1 3.4 
Other manufactured goods! ........ 7.99 2.12 9.6 3.9 5.8 5.9 
Other manufactured exports 
notincluded above ........... 32.23 8.69 10.0 48 23.2 24.1 
Total manufactures ............... 105.91 28.47 78 1.5 76.4 79.1 
TPPPTTTTTTTTTITiTiTe 13.26 3.08 6.4 -14.0 9.6 8.5 
@OXPOMS 20. ee eens 19.49 4 11.2 -13.5 14.0 12.4 
Total @xports 6... cece ees 138.66 36.03 6.5 -2.1 100.0 100.0 


' This is an official U.S. Department of Commerce commodity grouping. 


Note: Detail lines may not add to totals because of rounding. 


Source: U.S. Department of Commerce News (FT 900), June 1991. 
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Table 5 
us. merehandiee trade deficits (-), surpluses (+) in bililons of dollars, not seasonally adjusted, with specified areas, January 
Ares March tort apn 
and country 1901 1991 1960 1901 1990 
a + 4 6050464 004.64 44146 6944400504000" -3.35 -3.57 -4.04 -13.54 13.59 
ED cotati titans 6 464 4004400040000 0. 0.41 0.10 -1.66 -0.85 
Fed. Republic of Germany .................. 0.01 -0.45 0.66 -1.45 -2.98 
a. MALMAAAA Te Hensssseeessenareseenens “ny +4 eK 18 ey 
TEPEREREREREEEER EEE EEE EE ° +d. ° ° ° 
mmm sescussensecceceusegeestys: 076 0.23 11,50 "2165 “554 
U,S.S.R. occ ccc eee ccc ee eee eeenees +0.25 +0.39 +0.38 +111 +1.31 
So 56-04066 655065444004 60040446044440% 0.67 0.50 0.65 -2.86 -2.51 
Ditnaienbdndenendi dpannebannebdana 0.98 0.97 -1,47 -5.29 -7.96 
Total trade balance? ...............cccceees -3.69 -1,87 6.53 -16.92 -28.68 


‘ NICs include Singapore, Hong Kong, Taiwan, and the Republic of Korea. 
2 The difference between trade balances shown in total exports table and those shown in the above (country/area) table repre- 
sents exports of certain grains, oilseeds, and satellites that are not included in the country/area exports. 


Source: U.S. Department of Commerce News (FT 900), June 1991. 


The Human Rights Issue and the MFN 
Status of China 


Making his already known intention official, Presi- 
dent Bush recommended to the Congress on May 29 
the renewal of China’s most-favored-nation (MFN) 
status for another year. The President’s recommen- 
dation to continue the MFN tariff treatment of im- 
ports from a nonmarket economy country normally 
results in an automatic extension through July 2 of 
the following year, but this year his position on 
MEN for China has triggered a formidable challenge 
from the Congress. 


MEN status was granted to China in 1980 and has 
been extended annually since that time under the 
President’s general authority to waive full com- 
pliance with the freedom-of-emigration requirement 
(Jackson-Vanik amendment) of section 402 of the 
Trade Act of 1974. The continuation of the waiver 
for China has been controversial, however, since the 
violent military crackdown on student-led prodemo- 
cracy demonstrators in June 1989. Again in 1991, as 
he has since mid-1989, the President is facing strong 
opposition from many Members of Congress con- 
cerned about the Chinese Government's continuing 
suppression of human rights. Although this remains 


In making his decision on whether to continue 
MEN status for China, the President was not re- 
quired—and, in fact, he is not authorized under cur- 
rent law—to consider any of these issues. Since 
MEN status was granted to China under the Presi- 
dent’s general authority to waive full compliance 
with the freedom-of-emigration requirement of the 
1974 Trade Act. Thus he must determine only that a 
further 12-month extension of the existing waiver 
applicable to China will substantially promote the 
Objectives of this provision. In transmitting this de- 
termination to the Congress, the President reported 
that 16,751 U.S. immigrant visas were issue.’ in Chi- 
na during fiscal year 1990, the number that fully met 
the U.S. numerical limitation for immigrants from 
China. “The principal restraint on increased emigra- 
tion,” he concluded, “continues to be the capacity 
and willingness of other nations to absorb Chinese 
immigrants, not Chinese policy.” President Bush 
also reported to the Congress that he has “serious 
concerns about the human rights situation in China,” 
but he contends that maintaining MFN “gives China 
an incentive to stay engaged on issues of vital con- 
cer to the United States.” He particularly empha- 
sized the adverse impact that withdrawing MFN 
could have on bilateral trade relations and U.S. in- 
vestment in China, on the free-enterprise Hong Kong 
economy, and on the progress of reforms in China, 
particularly in the coastal Provinces that have gone 
the farthest in introducing market-oriented policies 
and practices. 


Two procedures are available to the Congress in 
challenging the President’s position on MFN status 
for China. The Trade Act of 1974, as amended by 
the Customs and Trade Act of 1990, provides for the 
enactment of legislation disapproving a President's 
recommendation to continue a Jackson-Vanik waiver 
under a specific “fast-track” procedure. The 1990 
amendment changed this congressional disapproval 
procedure from a one-House resolution that was of 
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doubtful constitutionality (since it was, in effect, a 
legislative veto) to a joint resolution that was clearly 
constitutional (since it must be sent to the President 
for his signature or veto). Outside this procedure, 
the Congress can enact a law through the regular 
legislative procedure to change China's MFN status 
in any way. 


Two “fast-track” resolutions disapproving the 
waiver extension were introduced in House im- 
mediately following the President's = recom- 
mendation to Congress to continue "s MFN 
Status for another year 
int resolution of 

(SJ. Res. 153). 


(HJ. Res. 262 and 263), and 
val was introduced 


resolutions can be enacted, and it m adopted 
by both Houses and transmitted to the President 
within 60 days after the ; i 
during the period beginning i 
August 31 of each year. 
passing one of the disapproval lutions introduced 
this year, President Bush is expected to veto it 
After recei the veto the will 


then have 15 days during which both the and 
the Senate are in session to override the veto. If the 


Congres © cuseaaial, te reptaaren of i val 
become effective (and China's status 
would be terminated) on the 61st day after its enact- 
ment. A joint resolution di ving the extension 
of the waiver for China in 1990 (HJ. Res. 647) was 
passed in the House by a vote of 247 to 174, falling 
short of the two-thirds majority needed to override a 
Presidential veto. It was not voted on by the Senate 
prior to the statutory deadline. 


The bills relating to China’s MFN status that have 
been introduced in the 102d Congress for consider- 
ation under the regular legislative process fall essen- 
tially into the following three categories: 


1. Those that require the President to withdraw 
China's MFN status and ibit its rein- 
statement. These bills include S. 38 (Moy- 
nihan); H. R. 2188 (Solomon); H.R. 2381 
(Frank); and S. 1167 (De Concini). 


2. Those that impose ified conditions that 
China must meet for continuation of its 
MEN status. S. 1020 (Helms) would make 
a waiver of the Jackson-Vanik amendment 
for China subject to the President certifying 
that specified conditions relating to human 
rights and other matters have been met, and 
S. 1084 (Mitchell) would require the Presi- 
dent to withdraw the MFN treatment of im- 
ports from China 180 days after enactment 
of the law if certain conditions have not 
been met. 


3. Those that impose conditions on the renewal 
of MEN status for China in 1992. A second 
bill introduced by Senator Mitchell (S. 
1367) and bills introduced in the House ear- 
lier this year by Representatives Pelosi 
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(H.R. 2212) and Pease (H.R. 2468) state 
that the President may not recommend the 
continuation of the waiver in 1992 unless 
China meets certain conditions outright and 
has also made significant progress in other 
areas of behavior relating mainly to the hu- 
man rights situation in China. A bill estab- 
lishing other objectives (in addition to free 
emigration) that the President would have 
been required to take into account when de- 
ciding whether to extend the waiver for Chi- 
na in 1991 was introduced by Repre- 
sentative Pease in 1990 (H.R. 4939). It was 
in the House by a vote of 384 to 30, 

t was not voted on by the Senate prior to 


adjournment of the 101st Congress. 


In late June, two “fast-track” joint resolutions dis- 
approving President Bush's May 29 extension of the 
Jackson-Vanik waiver for China and two of the bills 
imposing conditions on the renewal of China’s MFN 
status in 1992 moved to the floor of the Congress. 
In the House, the Committee on Ways and Means 
reported H.J. Res. 263, the resolution introduced by 
Representative Solomon, and H.R. 2212, the Pelosi 
bill, to which more conditions for renewal of MFN 
were added during markup in committee. In the 
Senate, The Committee on Finance reported SJ. Res. 
153, the Cranston resolution, and S. 1367, the most 
recent Mitchell bill. Both the House and Senate are 
expected to take up these measures soon after the 
July 4 recess. 


Beer in North America: Trouble Is 
Brewing 


The brewing industry was expressly excluded from 
the reduction of barriers to trade accorded other alco- 
holic beverages under the United States-Canada 
Free-Trade Agreement (FTA), signed in 1987 and 
implemented at the start of 1989. The one specific 
mention of “beer and malt containing beverages” oc- 
curs in chapter 12 and consists of a grandfathering 
clause that recognizes existing practices governing 
the internal sale and distribution of beer. This provi- 


were already in place at the time of the signing of 


U.S. claims re Canadian beer 


In Can:da, Provincial liquor boards have exclusive 
control over the listing, distribution, pricing, and sale 
of ell alcoholic beverages. The ures and re- 
quirements vary from Province to Province. In addi- 
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tion, the Provincial boards determine whether 
imported wines and beer may be sold in outlets other 
than Provincial liquor stores. The United States 
maintains that Canadian Provincial liquor boards dis- 
criminate against U.S. beer in regard to listing, dis- 
tribution, and pricing. A “listing” is the term given 
to a particular alcoholic beverage product that is 
available for purchase. Provincial boards require 
U.S. producers to apply for a separate listing for 
every product sold in the Province. For example, a 
manufacturer that brews four different brands of beer 
must receive a different listing for each brand, as 
well as a separate listing for each type of container 
in which the beers are sold. (For example, bottles 
and cans require separate listings; different size con- 
tainers also require separate listings.) 


The locations where foreign beer may be sold are 


mum below which it will not buy beer. The 
United State 


investigation followed receipt of a com- 
S. breweries (G. oT Brewing 
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dustry’s complaint via the bilateral pact dispute 
settlement mechanism. Instead, the matter was pur- 
sued in the GATT through its normal dispute settle- 
ment process, with bilateral consultations, and then 
the formation of a panel in February of this year. 

The GATT panel’s report is due to be issued in 


August. 


Canadian claims re U.S. beer 


While the United States was pursuing the matter 
of unfair trade practices by Canadian Provincial liq- 
uor boards in the GATT, the Canadian Government 
initiated a dumping investigation against Heileman, 
Stroh, and the Pabst Brewing Co. in March 1991. 
The Canadian case was initiated by a complaint 
jointly filed by Labatt Breweries, Molson Breweries, 
and Pacific Brewing Co. These three companies 
account for about 98 t of the beer produced in 
the Province of British Columbia, and have seen the 
market share of the three U.S. producers increase in 
the Province from 6.8 to 9.2 percent since 1988. 
The dumping case is currently at a point where Rev- 
enue Canada and the Canadian International Trade 
Tribunal (CITT) have each made preliminary deter- 
minations and found that imports from the United 
States are dumped and are likely to be causing injury 
to Canadian beer producers in British Columbia. A 
final determination by Revenue Canada is due in 
September, and the CITT is expected to make its 
final determination in October. 


Another Canadian complaint concerns the special 
tax treatment accorded certain U.S. beer producers. 
The U.S. Federal excise tax on beer provides for 
reduced tax treatment on beers made by small U.S. 
producers, with no comparable treatment for foreign 
competitors. Canada maintains that the tax treatment 
discriminates against small Canadian producers. 


In February 1991, while the United States was 
calling for the formation of a GATT panel to explore 
a variety of Canadian Provincial practices that lim- 
ited U.S. beer, the Canadians, citing their problems 
with U.S. Federal and State regulations and practices, 
called for GATT consultations as well. The Govern- 
ment of Canada had also compiled a list of State 
practices that it considers to be discriminatory in the 
treatment of Canadian beer. (As an example of State 
practices, the Canadians cited tax exemptions pro- 
vided for in-State brewers in eight States and prefer- 
ential treatment afforded beer with less than 4% 
alcohol content in some States. Most Canadian beers 
contain 5%, and are thus not eligible for the prefer- 
ential tax treatment.) Consultations are a preliminary 
step in the GATT to formal dispute resolution pro- 
ceedings and panel formation. In May 1991 the 
United States agreed to the formation of a panel in 
the GATT to examine the Canadian complaints. The 
Canadian request for a panel review of its complaint 
is supported by Australia, the European Community, 
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Conclusion 


The beer disputes are continuing in the GATT and 
both will be examined by panels; eventually reports 
will be made as to the allegations and their com- 
pliance with GATT rules. The fact that similar com- 
plaints on the same product are being hurled on both 
sides of the border indicates that a significant 
amount of unfinished business remains to be ad- 
dressed. Indeed, a number of issues were not fully 
resolved in BA teh od 
other things, the outcome of the Uruguay 
Round. One of the underlying tensions in the Round 
is how to handle subnational obligations (e.g. at the 
State or Provincial level). This is an issue in the 
government procurement and standards negotiations. 


Canada has in fact been pursuing the issue of 
inter-Provincial barriers and their effect on domestic 
commerce. An inter-Provincial agreement addressing 
barriers to trade in beer within Canada, completed 
last year, does not address the principal concerns of 
the United States. 


While the recently inaugurated ne 
a North American Free-Trade Agreement (NAFTA), 
that would include Mexico, Canada, and the United 
States, are not intended to discussions of ele- 
ments of the already concluded United States-Canada 
pact, the ongoing disputes involving imported beer 
sales might prove to be the catalyst for trilateral 
attention to the brewing industry. U.S. brewers have 
already signalled their desire to have Mexico’s distri- 
bution of beer addressed in the NAFTA talks. 
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OECD Ministers Endorse Early Uruguay 
Round Conclusion 


Highlights 


Economics and trade Ministers from the 24 indus- 
trialized nations composing the Organization for Eco- 
nomic Cooperation and Development (OECD) met in 
Paris, France, on June 4 and 5, 1991 for their annual 
Council ing. At the meeting, Ministers called 
an early conclusion of the Uruguay Round of multi- 
lateral trade negotiations a “top priority.” A second 
highlight was the launching of the “Partners in Tran- 
sition” programme to assist Czechoslovekia, Hun- 
gary, and Poland. 


The ministers reiterated their support for policies 
aimed at smoothing structural adjustment and ex- 
panding international trade. They also signalled their 
intention to pursue work on the links between trade 
and the environment as well as domestic competition 
policies and their effect on trade. Industrial subsi- 
dies were also an area slated for future OECD work 
and possible disciplines. Di over tied-aid 
export credits precluded final action on this issue, 
but a revised arrangement is expected by yearend. 


In light of the recent economic slowdown, the 
Ministers affirmed their intention to pursue macro- 
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economic policies that support noninflationary 
growth. They stressed in addition the importance of 
ensuring that those policies actively promote structur- 
al change. The Ministers agreed that policies that 
meet this test will expand supply, increase employ- 
ment Opportunities, and permit the sustained growth 
with price stability that helps support both the 
OECD economies as well as those of nonmember 
States. 


The Uruguay Round 


In the area of international trade, the Ministers 
said the highest priority on the global economic 
agenda was an early conclusion of the Uruguay 
Round, preferably by the end of 1991. The Minis- 
ters recognized that to successfully finish the Round 
by yearend, all participants would need to make po- 
litical decisions that would allow for intensive nego- 
tiations that yield substantial progress by the end of 
the summer. In endorsing the OECD Trade Commit- 
tee report prepared for them, the Ministers further 
stated their resolve to conclude a substantial and 
wide-ranging global agreement in the Uruguay 
Round, rather than a smaller, less ambitious package 
of trade measures. The Ministers reaffirmed their 
Governments’ “standstill” commitments to not take 
trade actions contrary to their obligations under the 
General Agreement on Tariffs and Trade (GATT), 
and rejected movement toward policies of managed 
trade, unilateralism, bilateralism, and sectoralism. 


In the field of agriculture reform and disciplines, 
the Ministers acknowledged that limited progress has 
been made since defining their initial reform princi- 
ples in 1987 and 1988. However, they reaffirmed 
their commitment to achieve substantial progressive 
reductions in agricultural support and protection, and 
to agricultural reform, particularly in the context of 
the Uruguay Round. They noted that participants in 
the Round have now agreed to conduct negotiations 
to achieve specific binding commitments in each of 
the three main areas under discussion: (1) domestic 
support, (2) market access barriers, and (3) export 
subsidies. This was also the first official confirma- 
tion by the European Community (EC) that it has 
accepted specific binding commitments in each of 
these areas as the aim of the Round’s agriculture 
talks. This condition was worked out informally by 
GATT Director-General Arthur Dunkel and accepted 
by the EC in February 1991 and underpins the 
agreement by other countries to the resumption of 
= — Uruguay Round talks (see May 1991 
IER). 


Emerging Trade Issues 


The OECD has often served as a forum for initiat- 
ing reviews of issues that lead later to negotiations 


in the early 1980s on agricultural reform, for exam- 
ple, has been instrumental to the Uruguay Round’s 
efforts to craft solutions to recurring agricultural 
cub aapene Work in the OECD on subjects such 
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as services and iniellectual property laid similar 
foundations for Uruguay Round negotiations on ser- 
vices and trade-related aspects of intellectual proper- 
ty rights (TRIPs). 


The Ministers touched upon trade issues emerging 
in the 1990s beyond the Uruguay Round, addressing 
the need for a more global perspective on aspects of 
various issues that traditionally have been considered 
largely domestic policy concerns. The Ministers 
stressed the need to expand consideration of trade 
policy issues to include links and interactions with 
competition, technology, investment, and environment 
policies. The Ministers also asked the OECD to 
continue to watch developments in the area of re- 
gional integration to ensure that such integration 
spa Ss age multilateral liberalization 
efforts. 


The Ministers highlighted several issues in the 
area of competition policy. They asked the OECD 
to continue its work on the interaction of competition 
policies with trade and industrial policies in an effort 
to strengthen policy convergence among member 
states. The Ministers marked the growing use of 
technology as a means of national compet- 
itiveness and encouraged further OECD examination 
of the relationship between competition policies and 
technology-related issues, particularly in the field of 
communications. 


The Ministers restated their view that industrial 
subsidies typically hinder rather than improve struc- 
tural adjustment and lead to trade-distorting effects 
and increased fiscal . The Ministers invited 
the OECD to systematically monitor the use of in- 
dustrial subsidies with a view towards the eventual 
definition of commonly OECD guidelines 
on the use of industrial subsidies. Underlying this 
common spproach is the concer of Ministers to 
address all industrial sectors in an integrated fashion 
under a single framework. Thus, the Ministers com- 
mitted their Governments to provide the OECD In- 
dustry Committee with the information to 
fashion internationally comparable data that would 
allow for negotiations, as in the previous OECD ex- 
amination of agricultural support that underpinned 
Current negotiations in the Uruguay Round. These 
oe ree Sree Fae. } Ganene 
approach to industrial competition disciplines t 
avoid the piecemeal arrangements by industrial sec- 
tor, such as in shipbuilding or steel, that can be 
undermined by weaker disciplines elsewhere. 


In the environment field, the Ministers drew atten- 
tion to the progress made toward integrating eco- 
nomic and environmental decision making at the 
January 1991 meeting of the OECD Environment 
Committee. The Ministers endorsed the report pre- 
pared jointly by the OECD Trade and Environment 
Committees that identifies major connections be- 
FS ND CD Gt SNE FES. 
The joint Outlines a preliminary 
that “the Ministers ae Gt tal « aoe 
guidelines to cooperate and minimize possible con- 


International Economic Review 


flicts in protecting both the environment and the 
open world trade system. They called for continued 
work to be reported at next year’s OECD Ministerial 
meeting as well as possibly at the United Nations 
Conference on Environment and Development 
(UNCED) in June 1992. 


Co-operation with Central and Eastern Eu- 
rope 


The Ministers indicated that the common values of 
pas democracy and market economies, which 
ve proven a lasting basis for long-term economic 
and he development among OECD countries, are 
ly pursued by non-member countries 
in a and Europe. As a consequence of 
the historical importance of their move away from 
authoritarian and centrally planned regimes toward 
more democratic and market-oriented states, the Min- 
isters offered the expertise of the OECD to these 
countries in the field of technical aid on Government 
policy formulation that could eventually lead to their 
application for OECD membership. In particular, the 
Ministers said the Centre for Co-operation with Eu- 
ropean Economies in Transition (CCEET), set up 
under the auspices of the OECD, can play a role in 
forming a comprehensive and coherent assistance 
program for the Governments of central and Eastern 
Europe. They also emphasized the special services 
and assistance available from the OECD under the 
Centre's “Partners in Transition” (PIT) programme. 
Memoranda of to establish PIT pro- 
grams for the Czech and Slovak Federal Republic, 
Hungary, and Poland were signed June 4, 1991, dur- 
ing the OECD Ministerial conference. 


The Partners in Transition program is specifically 
designed for countries that show a strong commit- 
ment to a rapid transition to pluralist democracy and 
a market economy. In general, this will 
help a country prepare to meet the conditions for 
OECD membership through participation in the work 
of the OECD committees, where review of the = pe 
ner country’s economy can help counsel nati 
thorities on how their reforms and other policy 
measures could affect different ts of macroeco- 
nomic, sectoral, and structural performance. The PIT 

will also provide various forms of techni- 
cal assistance to these countries, in addition to activi- 
ties already underway through the CCEET. The 
particular content of each , however, will be 
defined joind between the Centre and the partner 
countries’ authorities in response to specific needs in 
each country. An annual review of activities will be 
carried out by a special liaison committee for each 
country composed of representatives from OECD 
member countries, the partner country, the Centre, 
and the OECD Secretariat. 


Export credits 

Regarding export credits, the Ministers t to 
agree that y would try wo avoid ted aid its to 
central and urope, excl outright 
grants, food aid, and humanitarian aid. repre- 


sents one of two proposals concerning tied-aid cred- 
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its, neither of which was fully resolved at the 
Ministerial conference. The EC Commission said at 
the meeting that it wished to reserve its position on 
a U.S. proposal to ban or otherwise restrict tied-aid 
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ported commercial credits. They asked that a report 
on this subject be submitted to them in 1991 follow- 
ing negotiations on improved disciplines and trans- 
parency in the OECD Arrangement on Guidelines for 
Officially Supported Export Credits (known also as 
the OECD Export Credit Arrangement). While the 
Ministers had hoped to finalize the agreement at this 
year’s conference, last-minute disagreements among 
the EC member states prevented a final report by 
June 1991, although Ministers voiced the hope that 
> seem will be forthcoming by the end of 
1991. 
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1991 


1990 


(Percentage change from previous period, seasonally adjusted at annual rate) 


Industrial production, by selected countries and by specified periods, January 1968—April 1991 


Country 


wr fr |---| S| = 


=~ = - # FT. 


1991 


t was once West Germany. When data for the combined Germanys are available, they will be used. 


Agency, May 31, 1991. 


wha 
1990 


meligence 
(Percentage change from previous period, seasonally adjusted at annual rate) 


tion 


includes informa 
, U.S. Central | 


‘Not available. 


Consumer prices, by selected countries and by specified periods, January 1988-Aprii 1991 


Note.—Data presented for 
Source: Economic and Energy | 


1991 


(Percent) 


Agency, May 31, 1991 
1990 


1989 


and Energy Indicators, U.S. Central 
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Note.—Data presented for Germany includes information only for what was once West Germany. When data for the combined Germanys are available, they will be used. 
Unemployment rates, (total labor force besis)' by selected countries and by specified periods, January 1988—April 1991 


Source: Economic 
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percent in 1986-1990. 


actively seek work in the past 30 days, and they have been excluded for comparability with U.S. concepts. Inclusion of such 
surveys are conducted only once 8 quarter, in the first month of the quarter. 


rates of foreign countries adjusted to be comparable with U.S. rate. 


ted; 


adjus 


italians reported as unemployed did not 
would increase the unemployment rate to 11-12 


Italian unemployment 


‘ Not available. 


Source: Unemployment Rates in Nine Countries, U.S. Deapartment of Labor, June 1991. 
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Money-market Interest rates,' by selected countries and by specified periods, January 1968—May 1991 


(Percentage, annual rates) 
1290. 1991 
Country 1988 1989 990 ] ly) Iv Oct. Nov. Dec. ! Mar Apr. 
United States ........... 7.8 9.3 8.3 8.4 8.2 8.1 8.1 0 7.8 6.8 6.5 6.1 5. 
i 44 5.3 6.9 67 69 75 () § 7.7 7.7 () () 
Canada ............05: 9.6 12.2 13.0 139.7 13.1 123 8 8§612. 4 11.9 10.5 1 9. 9. 
sone 444400408 43 7.0 8.5 8.3 8.4 8.9 8.6 9 9.2 9.1 9.1 9.1 
Gafied Rengden seeeeeees 8.9 13.3 14.8 18.1 14.9 13.8 13.9 6 13.8 13.1 1 12.4 11.8 
FrAnC® ..... eee eee 9.2 10.3 99 1102 101 100 A 10.2 9.7 9.4 9.2 
th, sneeeneeennnnnanns 11.0 12.7 12.7 12.7 18 130 #117 A 14.0 14.0 12. 12.4 11.9 
‘90-day certificate of deposit. 
2 Not available. 
Note.—Data presented for includes information only for what was once West Germany. When data for the combined Germanys are available, they will be used. 
Source: Federal Reserve Statistical Release, April 22, 1991 Economic and Energy Indicators, Central intelligence Agency, May 31, 1991. 
Effective exchange rates of the U.S. dollar, unadjusted for inflation differential, by specified periods, January 1988—May 1991 
(Percentage change from previous period) 
1990 
hem 1988 1989 IV. Dec. Feb. Mar. Apr. 
Unadjusted 
Index’ ............. 88.0 91.3 81.7 82.2 81.1 87.4 86.8 
Percentage 
Aduare: TITTTTTTT TE -6.5 6.4 42 1.3 -13 7.2 -7 
Index’ ............. 87.4 918 84.1 84.7 84.0 85.1 89.1 
Percentage 
change ........... 4.8 6.8 3.1 1.5 -1.1 1.3 45 
' 1980-82 average= 100. 


Note. — The Corpign-curvaney venue of be 1.8. deter ib 0 
change in the 8 value after adjusting for the inflation 
competitiveness. 
Source: Morgan Guaranty Trust Co. of New York, June 1991. 
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average in terms of the currencies of 15 other major nations. The infla 


tion-adjusted measure shows the 
and in other nations; thus, a decline in this measure suggests an increase in U.S. price 
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Trade balances, by selected countries and by specified periods, January 1988—April 1991 
(In billions of U.S. dollars, f.0.b. basis, at an annual rate) 


1990 1991 

Country 1988 1989 1990 T] il Iv Nov. Dec ! Jan. Feb. Mar. Apr. 
United States' ...... -118.5 -109.1 -100.5 -908 -1044 -1044 -114.4 -75.9 -68.4 -88.5  -66.0 48.8 -§7.3 
Japan .........655. 949 77.4 63.2 57.6 65.2 66.0 66.0 68.4 86.8 82.8 80.4 97.2 (3) 
Canada ........... 8.2 5.9 9.3 10.4 11.2 9.6 12.0 10.8 7.2 2.4 7.2 12.0 (3) 
peed hereon Te 72.9 72.0 60.4 67.2 50.0 32.8 13.2 26.4 11.6 -3.6 25.2 12.0 (3) 
United Kingdom ..... -37.5 -39.3 -32.0 -35.6 -28.0 ~-23.2 -24.0 -19.2 -22.4 -0.0 -168 -20.4 (3) 
France ............ -6.5 -7.0 9.4 -76 -15.6 -13.6 -1.2 -21.6 -13.2 -13.2 84 -10.8 (3) 
ae -11.1 -13.0 -11.8 -8.0 -12.0 -17.2 -33.6 48 -3.6 -21.6 4.8 14.4 (3) 

' 1986, exports, f.a.s. value, ted; imports, c.i.f. value, adjusted. Beginning with 1987, figures were adjusted to reflect change in U.S. Department of Commerce reporting of 
imports at customs value, a adjusted, rather than c.i.f. value. 

2 Imports, c.i f value, adjusted.: 


3 Not available. 
Note.—Data presented for Germany includes information only for what was once West Germany. When data for the combined Germanys are available, they will be used. 
Source: Economic and Energy Indicators, U.S. Central intelligence Agency, May 31 1991 and Advance Report on U.S. Merchandise Trade, U.S. Department of Commerce, 
June 19, 1991. 


U.S. trade balence', by major commodity categories,and by specified periods, January 1968—April 1991 


(in billions of dollars) 
1990 1991 
Country 1988 1989 1990 i" mM IV Oct. Nov. Dec. / Jan Feb. Mar. Apr. 
Commodity categories 
Agriculture ....... 13.9 17.9 16.3 4.1 3.3 42 1.2 1.6 1.4 4.4 1.2 1.6 1.6 1.0 
Petroleum and se— 

lected product— 

(unadjusted) .... -36.1 -447 -546 -108 -13.5 -16.2 64 -6.4 43 -10.4 -4.5 -2.8 3.1 -3.3 
Manufacturedgoods . -146.1 -1032 -90.1 -19.5 -27.0 -24.3 -10.4 -8.6 -§.3 -14.7 5.8 -§.7 -3.2 3.6 
Selected countries: 

WestemEurope ... -12.5 -1.3 4.0 2.9 8 6 -6 4 1.6 5.7 1.1 1.4 3.2 2.1 
banseeees 97 96 -7.5 -1.3 -2.7 -28 -1.3 -6 -9 -1.4 —4 -5 -5 -.2 

ow aeeunesekes -51.7 -490 -410 99 -99 -11.7 45 -3.8 3.4 -10.3 -3.5 -3.2 3.6 3.3 
mane ee 869 -173 -24.3 -43 -€.6 -7.1 -2.7 -2.5 -1.9 -~43 -2.0 -1.3 -1.0 -1.0 


(unadjusted)® ....... $18.12 $16.80 $20.34 $15.59 $19.45 $2820 $30.09 $29.56 $25.70 $19.57 $22.98 $1858 $17.15 $16.40 


‘ Exports, f.a.s. value, unadjusted. 1966-88 imports, c.i.f. value, unadjusted; 1989 imports, customs value, unadjusted. 
2 Beginning with February 1987, figures include previously undocumented exports to Canada. 
3 Beginning with 1988, figures were adjusted to reflect change in U.S. Department of Commerce reporting of imports at customs value, seasonally unadjusted, rather than c.f. 


value. 
Source: Advance Report on U.S. Merchandise Trade, U.S. Department of Commerce, June 19, 1991. 
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